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Successful Chinese Business Elites Blend East and West
Published: April 03, 2008 in Knowledge@SMU 
Against the backdrop of Asia’s spectacular rise as a global economic powerhouse, how a handful of wealthy Chinese
business leaders in east and southeast Asia built their global fortunes and reputations is the focus of a joint study
by sociology professors Chung Wai Keung of Singapore Management University and Gary G. Hamilton of the
University of Washington.
“How do the rich get rich?” Explains Chung, “We answer this question by analysing the organisational parameters by
which wealth is created. In other words, the research is aimed at identifying the circumstances under which they
operated their businesses and, given the prevailing conditions, to seek to understand how the Chinese capitalists
galvanised their businesses to get to where they are today.”
The authors delved into the business empires of selected ethnic Chinese capitalists at different periods, especially
those family business conglomerates which gained wealth and prominence in the second half of the 20th century. For
comparison, the research highlighted the `chaebols’ of South Korea which are vertically integrated and centrally
controlled by families whose leaders are well known to all employees. The scale of these chaebols is enormous
relative to the total economy, each approaching self-sufficiency and in hot competition with other chaebols.   
As for the Chinese business elites in other parts of east and southeast Asia, the paper describes them as largely
alike, with businesses largely owned and managed by ethnic Chinese. They are typically, but not universally, owned
by identifiable individuals and family units who exercise some management control. Unlike the chaebols, however, the
Chinese business groups are smaller and are rarely vertically integrated around the production of end consumer
products. The owners of the key groups who are also the wealthiest individuals in the region – such as Li Ka Shing,
Y K Pao and Robert Kuok -- have their investments spread widely around, many with each other.
The Asian `Formula’
Given that the Chinese way of doing business is distinct from the western capitalist model where ownership and
management are often separate, the authors attempt to explain the success of ethnic Chinese capitalists. The key
issue is whether the Asian ‘formula’ offers the right ingredients for long-tem success.   
On the one hand, the most prominent theories of global capitalism would seem to marginalise the long-term
significance of Asian capitalists who, at worst, are seen as crony capitalists in economies characterised by `ersatz
capitalism’. At best, they are viewed as parochial capitalists who are creatures of the state and the society in which
they gained their wealth. On the other hand, the region has experienced tremendous economic growth and capital
accumulation, and has witnessed the rise of extraordinarily rich and powerful elites.
The authors propose an alternative approach that takes into account the past so as to understand the present.
According to Chung, “It is apt to say the current generation of Chinese business elites are products – social
products – of the institutional transformation that preceded the rise of Chinese capitalism, and they borrowed ideas
from the west to successfully accumulate wealth and economic power.”
He added, “In a nutshell, these Chinese capitalists adopted the best of east and west to build their wealth. It is
relevant to look at the circumstances during the 19th century, especially at the turn of the coming century. To
understand this institutional transformation, we need to turn to the late imperial Chinese economy.”
Qing Dynasty Commerce
According to the authors, there were very few well-known, wealthy merchants during the Qing dynasty, then known
for its insular economy. Only merchant associations, as opposed to individuals, were able to monopolise segments of
the economy. The reason was that commerce throughout Qing China was controlled by various types of merchant
associations, through regional groupings known as ‘huiguan’, or groupings by occupation known as ‘gongsuo’.
Further, the paper revealed, it was also an era when there were no commercial laws, insurance infrastructure,
national currency, national banks or standardised system of weights and measures. In response, self-governing
groups emerged, such as local merchant associations, which developed their own set of regulations. Businessmen
also drew extensively on regional links and networks. Through merchant associations of all kinds, cooperation rather
than competition was enforced in the traditional Chinese economy. These associations acted as mini-clearing houses
which preserved the monopoly of the group. They had the power to expel any individual who tried to take over what
was shared amongst all.
7/21/12 Successful Chinese Business Elites Blend East and West - Knowledge@SMU
2/2knowledge.smu.edu.sg/article.cfm?articleid=1132
A ll materials  copyright of Singapore Management Univers ity (http://www.smu.edu.sg) and the Wharton School (http://www.wharton.upenn.edu) of the
Univers ity of P ennsylvania (http://www.upenn.edu), P rivacy P olicy (http://knowledge.smu.edu.sg/privacy.c fm).
Unlike the western model where businesses were open to strangers, business dealings during the Qing era were
confined mainly to  people who knew each other directly or by way of introduction.     
According to the authors, during the last 50 years of the Qing dynasty, more Chinese intellectuals and business
people showed interest in the concept of western-style firms. One advantage of the western model was its ability to
pool resources from people who did not necessarily know one another. In 1872, the China Steamship Navigation
Company floated shares, but the Sino-French war in 1883 led to its collapse ending the fledgling interests in joint
stock companies.
Tracing the chequered route of the Qing dynasty in trying unsuccessfully to introduce commercial laws and business
codes, the paper attributed its failure to upheavals arising from the Sino-Japanese war and the Boxer rebellion. In
1911, the dynasty collapsed, leaving it to the Nationalist government to try to put China back on track by passing a
new set of commercial laws in 1929. Meanwhile the Chinese business community reverted to traditional ways of
doing business. Only in Shanghai and the British colony of Hong Kong did the commercial laws and western-style
corporations take root. 
According to the paper, time was not on the side of the Nationalist government either. The subsequent war with
Japan and the Second World War was followed by the rise of communism after which state ownership became the
order of the day.
Best of East and West
While communist China operated a closed economy, Chinese capitalists in Hong Kong, Taiwan and southeast Asia
gained a head-start by adopting the western practice of establishing joint stock companies. This opened up new
horizons for the Chinese business elites to organise their businesses outside the traditional networks of merchants
and artisans while still benefiting from their regional linkages.
By the early 1980s, large Chinese-owned business groups dominated the economic landscape in Hong Kong, Taiwan,
Singapore, and most southeast Asian countries. All of these business groups mobilised large amounts of capital
western style, while simultaneously maintaining personal and family-based control of all the firms in their business
groups.
The authors cited several studies which demonstrated the savviness of Chinese business elites in adapting the best
of east and west. These included an analysis of 2,980 publicly traded corporations in nine east Asian countries:
Hong Kong, Indonesia, Japan, South Korea, Malaysia, The Philippines, Singapore, Taiwan and Thailand.
The analysis found extensive family control in more than half the east Asian corporations, while more than two-thirds
of firms are controlled by a single shareholder. An exception was Japan where family control of corporations is
uncommon. In a number of countries, such as Singapore, many of the largest publicly listed firms were controlled by
the state which maintains majority ownership. With these exceptions, most east Asian businesses are owned and
controlled by single entrepreneurs and their families, said the paper.
That the Chinese have been so successful in east and southeast Asia in the second half of the 20th century is
largely due to the fact that they already controlled the economies in most areas before the Second World War.
As a group, the Chinese elites were most prepared to seize the opportunities that arose after the war. They were
quick to capitalise on the advantages of the western corporate forms that offered protection under the colonial
laws. As the economies in Asia opened up after the war, the Chinese quickly built personal networks which allowed
them to expand and consolidate their corporate holdings.
These elites grew rich and powerful, not simply because they were Chinese, but rather because they organised their
businesses as capitalist enterprises. Many other Chinese and non-Chinese throughout east Asia remained content
with the old ways of doing business, and continue embedded in their traditional networks  even to this day.
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